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PETITION FOR REVIEW 

Integrity Communications, Ltd. (“Integrity Communications”) hereby requests 

that the Federal Comniunications Commission (“FCC”) reconsider and reverse the denial 

of funding decision that the Schools and Libraries Division (“SLD”) of the Universal 

Service Administrative Company (“USAC”) issued on April 16,2003, on the request of 

San Diego I.S.D. (“San Diego”) for internal connections. 

1. INTRODUCTION 

Integrity Communications seeks a review of SLD’s decision denying San Diego’s 

application for E-Rate hnding t5r year 2002-2003 (Funding Year Five). In that decision 

USAC determined that San Diego failed to demonstrate that it had secured access to the 

funds needed to pay its portion of the E-Rate program, and failed to show that sufficient 

support services existed. 
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11. SUMMARY OF FACTS AND ARGUMENT 

Integrity Communications IS a service provider of voice, video and data 

communications and internal connections, and operates throughout the state of Texas. 

San Diego is a school district located in San Diego, Texas. 

On January 14, 2002, San Diego submitted Form 471 to SLD in order to apply for 

E-Rate Program funding. San Diego designated lntegnty Communications as the service 

provider i t  was going to utilize for the installation of internal connections. After Form 

471 was submitted, SLD contacted San Diego and lntegnty Communications numerous 

times inquiring about San Diego’s application. San Diego and Integrity Communications 

responded thoroughly to each question posed by SLD, within the time lines set forth by 

SLD. The inquiries relevant to this appeal include the following. 

On March 11, 2002, SLD contacted San Diego seeking information on its 

telecommunication requests and new school sites. San Diego submitted all necessary 

information, including complete descriptjons of network infrastructure, internal wiring, 

network maintenance and fileservers. On March 12, 2002, Lntegrity Communications 

received email notification that this portion of the application had been reviewed and 

cleared. 

Two months later, on May 22,  2002, SLD contacted San Diego with a Selective 

Service Review along with a request for Item 25 certification information. San Diego 

returned all requested documentation to USAC within required deadlines. 
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On September 13, 2002, SLD requested information related to whether San Diego 

effectively allocated the appropriate resources to support the E-Rate program. San Diego 

prepared a complete response to SLD’s request, including a copy of its 2002-2003 

Budget Proposal dated August 15, 2002. In addition. Ms. Casas, Director of Finance at 

San Diego, sent a letter via fax on September 18, 2002, to Mr. Andy Gruber, the 

Selective Revicwer, explaining the funds balance on the budget and additional funds 

availability. Ms. Casas’ letter further stated that if anything else was required the she 

would welcome the call. We have attached copies of the budget and letter to this petition. 

San Diego also specifically told SLD that $149,000, which is equal to San Diego’s share 

of the contribution to the E-Rate program, would be included and provided for in its 

budget. 

Despite the efforts of San Diego and Integrity Communications to provide SLD 

with the information it requested, on December 3, 2002, SLD denied the funding request 

for Year Five funding stating that 

1 )  BUDGET: You did not demonstrate that you have the financial 
resources on hand to pay for the non-discounted charges on your 
application, as wel l  as the rest of the items that you outlined in your 
technology budget insufficient support services. 

San Diego appealed the denial decision directly to USAC according to posted 

program rules, and on April 16, 2003, USAC denied the district’s appeal, again finding 

that it had not demonstrated that i t  had the financial resources on hand to pay for the non- 

discounted charges on its application. 

Contrary to USAC’s decision, San Diego has adequately replied to each of SLD’s 

requests For information, and demonstrated that the required funds are available. 
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We believe that the holding in Beginnine with Children Charter School and 

Yeshiva Karlin-Stolin, DA 03-0245 (2003) supports a finding that San Diego has 

demonstrated that it has adequate resources on hand, and a conclusion by the FCC that 

San Diego’s application should be granted without further reiiew, or at a minimum, 

remanding of the decision to USAC to allow San Diego to provide any additional 

assurances which may be required. In Children Charter School, the FCC found reviewed 

two cases where SLD denied Funding Year 2001 requests for discounted services under 

the schools and libraries universal service support mechanism because the applicant 

failed to demonstrate an ability to pay its share of the costs of the services. rd_ at 7 I .  

The FCC noted that an applicant is required to demonstrate that it has the necessary funds 

to pay its share of service costs. In reviewing the proper treatment which 

should be accorded by USAC when there are questions of funding availability, the FCC 

slated: 

at 7 8. 

Under its normal operating procedures, however, when SLD identifies 
problems with the budget or other initial documentation proffered by an 
applicant to demonstrate ability to pay, i t  generally contacts the applicant 
and provides an opportunity to remedy the difficulty. For example, in 
instances where the budget or other documentation initially submitted 
does not demonstrate that sufficient funds have been secured to pay for all 
the services, an applicant is given an opportunity to submit further 
documentation on this issue. Alternatively, if the budget demonstrates 
sufficient funds but also reveals an overall budget deficit, an applicant is 
permitted to demonstrate how additional revenues will be obtained to 
cover the deficit or to stipulate to other expenses that will be eliminated. 

The FCC held that where an applicant has submitted a budget that does not 

adequately demonstrate ability to pay, providing an applicant an opportunity to address 

the problem will provide a better balance between the need for administrative efficiency 
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and the interests of eligible schools and libraries in receiving discounts. Id- at 7 17. 

Accordingly, the FCC remanded the two applications to SLD for further action. 

In the current instance, San Diego made the requisite showing, and invited USAC 

to contact i t  for any additional information i t  may need. Instead, USAC denied the 

application without further contact with San Diego. During the USAC review of San 

Diego’s request for funding, USAC asked several questions related to whether San Diego 

had access to the funds required to meet its financial commitment to this program. In 

response to USAC’s inquiries, San Diego sent a proposed budget to USAC. The budget 

submitted on September 13, 2002, showed San Diego operating at slight deficits of 

<$449,026> in 1999-2000, and <$556,824> in 2000-01. While i t  showed 2001-2002 

actual numbers running at a surplus of $4,270,154, i t  showed 2002-03 running at a deficit 

of <$7,237,500>. 

It  is apparent from subsequent correspondence between San Diego and USAC 

that USAC began to question whether San Diego could have the funds available to meet 

its USAC construction funding obligations, or whether these funds would be used to pay 

the subsequent deficit. In response, Ms. Casas sent a follow up letter on September 18, 

2002, that stated “[tlhe reason our expenditures exceed our revenues is because the 

money received for capital projects was received last year. The money is out of our fund 

balance. Our fund balance as of August 3 1, 2001 is $4,826,409. We are in the process of 

selling our bonds and that should be an additional $3,000,000 in revenue.” 

I t  is apparent that the addition of the fund balance and the bond issue provided 

enough capital for San Diego to meet its 2002-2003 budget and provide an additional 

surplus of $600,000 - more than enough to meet San Diego’s required payment of ten 
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percent ( IO%) ,  or approximately $149,000. San Diego clearly stated that i t  had sufficient 

funds set aside to cover its cost of the progam, and USAC inappropriately denied San 

Diego’s request. 

Integrity Communications respectfully requests that SLD reconsider San Diego’s 

applicalion for E-Rate funding, and either grant San Diego’s request, or remand San 

Diego’s case to USAC with instructions to either grant or permit San Diego to make any 

additional necessary demonstrations. It is apparent that San Diego has sufficient support 

resources and the funds needed to pay its portion of the E-Rate charges, and is entitled to 

funding on its request. 

Ill.  Conclusion 

On review, Petitioner requests that SLD grant Integrity Communications and San 

Diego’s application for Year Five E-Rate funding. 

Respectfully submitted, 

INTEGRITY COMMUNICATIONS 

Walter Steimel 
Tracie Chesterman 
Greenberg Traung 
SO0 Connecticut Ave., NW 
Suite 500 
Washington, D.C. 20006 

Its Counsel 
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VAQUERO COUNTRY 
SAN DIEGO ISD 

609 LABBE AVENUE 
SAN DIEGO TX 78384 

MR. JAIME SALINAS 
PEIMS, Technologies, CATE, 

Textbook Coordinator 
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PLEASE DELIVER THE FOLLOWING PAGES TO: 
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LF YOU ENCOUNTER PROBLEMS J?.ECEWING THIS COMMUMCATION, 
PLEASE CALL JAIME SALINAS AT (361) 279-3382 EXT. 2225 



~ E N D I T U R E S :  
6100-PAYROLL 7,313,915 7.045.750 7,046,313 6.787.731 6,433,129 

6 % S U P P L E 3 / M A ~ U  1,045.025 920,425 875,764 853.975 826,660 
64oo-hUSC EXPENSE 455.882 253.150 406,971 216.750 192.129 
6500-DEBT SERVICE 200,oOO 517.178 0 603.425 605,602 
6 ~ W i T A L  OUTLAY 282475 222263 226,920 21421 9 

GLOO-PURCHASE/COIWD 1,110,625 937,610 897,561 910.460 m359 

Zll-TITLE 1 PART A 
SCHOOLWJDE 

REVENUE 
FEDEWU, 629,777 503,953 503,953 457,036 54o.m 

TOTAL 629.777 93,953 503,953 457.036 540.77 1 

LUPENDtIVRE.5 
6100-PAYROLL 574,m 470,564 470,564 398341 495333 
6200-PURCHA5E/CONTD 35,000 9,191 9,191 21,191 10.993 
63Oo-SUPPLl€!S/MATLS 16W 1531 6 15316 28.142 

WMISCEXPENSE 4,000 32.57 3257 3,637 4256 
8ooo-mmcrco~ 0 5,725 5,725 5*725 5,725 

TOTAL 629,777 503,953 503.953 457,036 w,m 

FEDERAL 17221 
TOTAL 17,221 
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20022003 2001-2002 2001-zWz 2000-2001 1999-m 
bCNd 

2 1 z m  1 ,PART c MlGRANT 
REVENUE 
,FEDERAL 47,076 47349 4 7 3 9  34,154 37.904 
I TOTAL 47.076 47,349 47.349 34.1 54 37.904 

EXPENDITURES 
6100-PAYROLL 29,57576 w 4 9  41.665 28.154 33.632 

63oO-SUPPLIBs/MATL'S 14.503 7.m 4.586 3,000 1,039 
MOCLMISC EXPENSE 500 500 250 %I 500 

62D(FPURCFIAsE/ CONI73 Zsoo 3m 1.155 zsoo L73.7a 

~80W-FU3W THRU 0 0 0 0 527 
mAJ- 47,076 47,349 47,656 34,154 37,304 

FEDERAL 

144,100 154.N 
7 . m  8.078 

59%950 58393  7 3 7 9 0  672,265 634894 
roTx 747,950 74691 

!zxPENDmREs: 
GlOO-PAYROLL 25430 246#50 246,850 231.350 229,928 

Moo-MIX EXPENSE L.400 I S Q  1500 0 

G.?.owuRCHASEICONTD 64.ooo 43,500 4 3 m  43.5ao 41,500 
6 3 W S U P p ~ / ~ T L ' s  405.200 420,650 420,650 334.545 287349 

0 
~ 

G 6 O - C A P I " h L 0 ~ y  21 poo 25,oOo 25,000 22.OOo 20,000 
TOTAL 7468W 737.550 737500 631,195 5 7 s m  

244VOC ED BASIC GRANT 
REVENUE 
FEDBRAL 28373 25288 u28s 23596 27,900 

TOTAL 23373 25288 U2sS 23.596 27,900 

. 

-- 
1 B Q ' d  YLC:OT ZO/CQCZI 
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255-TITI.E I1 PART A 

BEVENUE 
Mss SIZE REDUCTION 
. 
PHDERAL 138-6 86,644 70,705 agn 68.372 

TMAt 1 3 8 3 6  86.644 70.7D5 6832 68,372 

EQENDITURES: 
61oO-DAlXOLL 9 w  M.644 70.705 68372 68,372 
42QO-COhTRACTED SERVICES 37.000 0 0 0 0 
633LSUPPLL@S/MATEW 5 9 6  0 0 0 0 - 

TOTAL 138286 70.705 68,372 68.372 

262-TITLE I1 PART D. 
TEC"0Ix)G-f 

REVENUE 
PeDErW 

EXPENDlTURES: 
6MO-CONlRACTED SERVICES 1kW 
6 3 C G S U P P L l E S / M ~  5,626 

TOTAL 18- - 
269-TITLE V. PART A, 

REVENUE 
INNOVATIVE 

12,374 13J.40 13,240 15,311 11,873 
TOTAL 12374 13;trM 1 3 W  15311 1 1,873 

EXPENDITURES. 
6100-PAYROLL 0 , o  0 0 0 

6200.PURCHAWCONTD 0 3,048 3,048 3,048 6.640 
63OCGUPPLIEsfMATL.S 1W74 4.147 4.141 3,000 3.000 
64WMISC EXPENSE n 0 0 0 0 
€ - 5 l B w I T A L o m Y  0 6p45 6.045 9,263 2233 

TOTAL 12.374 13240 1 3 W  15,311 11,873 - 
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2002-2@33 2001-2002 

313-IDEA B PORMULA 
REVENUE . FE.DExAL 408,739 353,218 
4 

EXPENDITURES: 
61iXLPAYROLL 267,636 221,886 
~ZM-PURCHJGEICOP 3 73.500 35PW 
63WSUPPLTESf h4A'TlWA.U 25,604 Mp32 
6 4 O O . T R A V E L I M I S O U S  11.000 11W 
LMK)-CAPITU O m Y  31.000 1o.m 

353218 261,350 

115278 103,000 
9,847 6,000 
7 , a  10,500 
5,3 70 7500 
3,085 4.000 

~KOM'KJWTHRU 0 0 11 3,239 130.350 111,616 
TOTAL 408.740 353,218 254,442 261350 219.648 

314-IDEA PRescHOOL 
REVENUE 

FEDBF'.AL 16,964 25,495 25.495 22.400 17,035 
TOTAL 16,964 25,495 25,495 22,400 17.035 

EXTENDITURES: 
6 100-PAYROLL 7,724 14573 9,084 9,000 12,7l4 

62O&PURCHASE/COWD 0 4270 0 0 137 
63OO-SUPPLIEs/td4ZS 6241 3,052 0 0 974 
64LWMISC EXPENSE 3,000 2700 665 800 2,100 
m F L 0 w m u  0 0 4672 12603 0 

TOTAL 16,965 2.5.495 16,421 a400 , 17,035 

326RESPECT & PROTECT 
REVENUE 

STATE 24,712 2 ,712  24.n 2 
'roTAL 

0 0 0 
244x2 24.4n 24,472 

0 0 0 
0 0 0 

240 240 240 
TOTAL z4,nz ZA,J12 24,J12 
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20022003 ux)1-2w2 2001-2002 2000-2001 1999-2000 
k tud  

382TANF 
R E W U E  
.SI-ATE 98,612 m,912 47,926 4 7 , m  

TOTAL g a m  87,912 47.926 47.926 $ 

EXPENDITURES: 
6100-PAYROLL. 87.912 87,912 35.626 35.626 
6iW-PURCHASeICONTD 0 0 0 0 
63ocFsbmLm/htArENALs 1 Om 10.500 5 m  5m 
MCC-TRAVEL/MlSCEEOUS 200 UX) 0 0 

.66%CAPITAL O W Y  0 0 6,800 6,800 
TOTAL 98.612 98,612 47,926 47326 

I 

39STEXAs SUCCESS SCH PROG 
REVENUE 
STATE 600 600 3,060 

TOTAL 600 600 3,060 

REVENUE 
STATE 31,766 37,766 37,766 42,800 42,115 

TOTAL 37.766 37.766 37,766 42,800 42,115 

EXPENDITURES. 
6 1Oo-PAYROU. 23138 23,238 23,238 20,535 20,000 
BZI%CONTRACTED SERVICES 2,500 2 9 3  m 5.150 8.752 
6 % C J - S U l ' l ' L I ~ / ? v f A ~ ~  12,028 12,028 1zooza 17,115 9363 

0 0 0 0 4. 
TOTAL 37.766 37 .766 37.766 42800 42115 

404-ACC READING INlT1ATNE 
-REVENUE 

STATE 66.000 66,000 48,aOO 48,ooo 
TOTAL 66,000 66.m 48.000 ~ p o o  

EXPENDTTCIFS.9 
6100-PAYROLL 12.015 12,015 31% 31,500 

1o.m low 
3600 6,000 6,000 

6200-CONIRACI?3D SERVICES 3,m 
6 3 0 3 3 J R P L K ? S / M A T E ~  33,885 33885 
i4o&TFiAvELlMmus m Z m  500 500 

-- 



20022003 2001-2002 2001-2002 2ooo-2001 1999-2000 
AEhld 

411-TECIiNOLOGY 
REVENUE 
STATE 43m 43pXI 43,280 4 3 p 4  45,500 

43280 3m 4 3 3 0  4 3 3 0  45,500 
I 

UIPENDITIJROS: 
6200-PURCHSEVCONTD 0 0 0 0 =Po0 
63oo-suPPLIEsIMATL's 43280 43280 4 3 w  43,280 13.500 
66oochpITAL OUTLAY 0 0 0 0 s,wo 

m rma 4 3 3 0  43,280 43280 43,280 45500 

4 1 3 - T l F G ~ S 1 0  
REVENUE 

n A T E  100.000 100,ooO 0 80.000 
LOCAL l0,oaO 10,m 0 0 

TOI-AL llO.Oo0 llO.oo0 0 

EXPENDITURES: 

415 PRE-KINDER 

REVENUE 
STATE 139,222 1 3 9 p  139,222 3,880 

TOTAL 139222 139,222 139,722. 3,880 

-- 
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4 5 9 - 9  ED CO-OP 
REVENUE 
&GOP 
s 

71,303 7190 71,WLl 164,406 164,406 
TOTAL 71.300 7 1 W  71,330 164,406 164,406 

EXI'ENDITLTRES. 
6100-PAYROLL 
WPURCHASE/CONTD 

0 0 0 121,706 121,706 
32900 

9.800 
0 
0 

164.406 

59,800 59,800 57,Sm 32,900 
6YJO-$UPI'LlJ?S/~~s 5,500 5m 5.500 9.800 

6poO 0 6.000 
0 

TOTAL 71250 71,3300 1WO 164,406 

G400-MLX EWENSE 6 ,m 
6Goo-chpITALomY 0 0 0 I 

599-DEBT SERVICE 
REVENUE 

340,898 320~08 498,871 330,757 
0 

TOTAL 4%$98 339902 631,404 330,757 

STATE 
MCALI&S 116pOO 1 9 , w  1 w 3 3  

ExpENDITurn: ' 
6 5 0 0 - D m  S l Z R ~ ~  454,531 395,000 614338 W,OW 

TOTAL 454,531 395,000 614338 4oo.Om - 
69PCAF'ITAL PROJEmS 
REVENW 

79OC-SALE OF BONDS 3@33poo 3,297,350 3,310,549 
LOCAL 1 W W  78.920 262.381 1 0 0 , ~ o  

TGTAL ~,impoo 33%2m 3572,930 ~00.OOO / 

-u 
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